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After four consecutive years of economic decline, Cuban officials say the economy should begin to
rebound slightly this year, although full economic recovery is still a long way off. Among the factors
contributing to this year's favorable outlook are improvement in the terms of trade for some key
exports and imports, plus the positive impact of economic reforms enacted in 1993. Since the Cuban
economy slipped into crisis in 1990, total economic output has declined by more than 50% according
to most economists.
The Cuban Center for Studies on the Americas (Centro de Estudios sobre America, CEA) estimates
that from 1990-1992, the country's total production dropped by about 40%. The global social product
(producto social global, PSG) the Cuban measurement for GDP plummeted by 3.6% in 1990, 24%
in 1991, and 15% in 1992, according to CEA. Last year, most independent economists say output
dropped by another 10%, largely due to the country's disastrous sugar harvest. Sugar traditionally
accounts for nearly 80% of the island's annual export income, but last year the sugar harvest only
yielded about 4.2 million metric tons, a 40% drop compared to the 7 million MT harvested in 1992
and the worst sugar crop in at least 30 years. As a result, export income dropped by about US$450
million in 1993, significantly cutting Cuba's import capacity.
The total value of imports in 1993 declined to just US$1.7 billion, a 23% drop compared to the US$2.2
billion in goods that Cuba imported in 1992, and just one-fifth the value of annual imports in 1989,
when the country purchased about US$8.1 billion in products from abroad. (For detailed coverage
of the economic crisis. This year, however, Cuban officials say the economy should finally begin to
rebound slightly, since most economists agree that in 1993 the crisis hit rock bottom. "I'm glad to say
that we've gotten through the worst of it," said Foreign Minister Roberto Robaina in an interview in
late March. "The crisis has touched bottom and we are now entering a phase of recovery through
which we can begin to see light at the end of the tunnel."
Officials stress that the rebound this year will be moderate, at best. Although the government has
cautiously avoided concrete predictions on growth and income for 1994, independent economists
and diplomats in Cuba estimate that the value of imports this year should at least bounce back
to the 1992 level of US$2.2 billion, and possibly up to US$2.4 billion. Although modest, even such
slight recovery represents a major reversal of the crisis, since the economy has spiralled downward
each consecutive year since 1989. "It is too early to talk of outright recovery in 1994," said Finance
Minister Jose Luis Rodriguez. "But this year should put a brake on the economic slump." Rodriguez
and other economists offer two broad explanations for this year's positive outlook.
On the one hand, world market conditions have greatly improved this year, with international prices
for sugar and nickel another principal Cuban export substantially higher than in 1993. At the same
time, the price of petroleum on the open world market declined markedly since late 1993. Oil prices
are now at their lowest levels since before the Gulf War in 1991, representing substantial savings
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for Cuba, which was only able to import slightly more than 4 million MT of petroleum last year less
than one-third the 13 million MT it imported in 1989).
Record-low oil prices have in turn allowed Cuba to import more fuel, which is desperately needed
to increase production across the board. Until 1989, about 70% of Cuba's annual sugar harvest
was cut and processed by petroleum-run machines, such as tractors and sugar mills. In addition,
chronic shortages of fuel led to daily power blackouts in 1993 in urban areas, which in turn crippled
industrial output. Since January, however, the increased fuel supply has allowed the government
to scale back the black outs from their average of four hours per day last year to about five hours
every other day. In fact, in January and February, the government was able to distribute the monthly
ration of five gallons of gas for individual motorists for the first time in more than a year, leading to a
reappearance of light traffic in the capital. (In mid-April, breakdowns at four major power plants did
lead to the temporary reimposition of 10-hour per day blackouts in the capital and other areas.) On
the other hand, in addition to the improvement in world market conditions, government-promoted
economic reforms are finally starting to take hold, leading to an increase in consumption, plus
greater productivity and efficiency in key economic sectors.
Last year, the government decreed three landmark measures: 1) legal amendments to allow Cubans
to spend foreign currency on the island, plus a lifting of some restrictions to allow a greater number
of dollar-bearing Cuban exiles to visit their families in Cuba; 2) permission for workers to set up
family-sized private businesses in some services and crafts; and 3) a plan to break up most state
farms into autonomous agricultural cooperatives run independently by workers. As expected, the
legalization of foreign currency and the lifting of restrictions on visits by exiles has led to a surge
in cash remittances and other aid sent by Cubans outside the country to their family members
on the island. In mid-April, a report in Newsweek magazine estimated that the value of aid sent
to the island by Cuban-Americans now totals about US$500 million per year. In addition to cash
remittances, thousands of exiles either hand deliver material assistance to their relatives when
visiting the island, or they regularly ship bags full of food, medicines, and other consumer products
on charter flights out of Miami.
Cuban economists estimate that about 15% of Cuba's 10.5 million people now have direct access to
dollars, either from money received from abroad or from working in the tourist industry. Moreover,
the currency legalization has an important ripple effect, since dollar-earners are able to supply more
for their immediate families than those that earn incomes in pesos.
Meanwhile, the authorization of family-sized businesses in trades and crafts has helped offset
unemployment and provided an important alternative to low-paying jobs in the public sector. Since
last year, the government has provided about 141,00 people with licenses to operate their own
businesses. "The biggest relief is that although things are difficult, I no longer wake up wondering if
I am going to make it," one young professional woman who recently left her state sector job to open
a private business recently told the Washington Post. "Now we know the old system is gone, and we
don't exactly know what is coming, but the mist is lifting. The rules are not clear, but at least we are
moving."
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Notwithstanding the positive impact of dollar legalization and the establishment of family-sized
private businesses, last year's decision to break up state farms into autonomous cooperatives
was clearly the most important of the government's three reforms, since it had a profound effect
on productive relations and the general organization of production in the agricultural sector.
The fragmentation of huge agricultural estates into cooperatives is producing a fundamental
transformation that in the long term will greatly increase productivity and efficiency on farms, and
possibly lay the basis for solid economic recovery.
A total of about 2,500 cooperatives incorporating more than 1.3 million workers have been
created. Of the total, about 1,600 are sugar farms, and the remaining 900 are devoted to an array
of agricultural activities and crops, including tobacco, citrus, coffee, basic grains, forestry, and
cattle raising. The cooperatives, known as basic cooperative production units (Unidades Basicas de
Produccion Cooperativa, UBPC), are not completely independent from the government, since the
state continues to own the land, set production quotas and prices for the UBPC produce, and buy all
of the products grown on the farms. But the UBPC members autonomously run their own finances,
organize production, manage their own resources, and split the farm's profits among themselves.
In addition, UBPC members are paid extra for surpassing their labor quotas, providing material
incentives for agricultural laborers that did not exist before. Perhaps most important, the UBPC
have complete authority to lay off excess workers, and to fire cooperative members for negligence
or inefficiency on the job. Such decision making autonomy marks a radical departure from the
past, since Cuban workers were almost never fired in any state enterprise, leading to extremely lax
labor standards. A new study by the sociology department at the University of Havana shows that
labor productivity has already increased substantially on the newly-formed cooperatives. "We have
confirmed that the same employees that were only working three to four hours per day when the
state farms remained intact are now working eight or more hours per day, and their output and
efficiency at their tasks has clearly improved," reads the study.
The improvement in labor performance in the agricultural sector is expected to contribute to an
increase in sugar production this year, although the UBPC's real contribution to the economy
will only be felt in the medium to long term, when full economic recovery takes hold. Still, the
Sugar Ministry says its goal of expanding land area planted in sugar by 800,000 ha. over the next
two years is rapidly advancing, largely due to the UBPC. In the first two months of the year, the
UBPC farms planted 23% more land area in sugar than originally contemplated in the Ministry's
monthly production goals. Finally, the government's strategy of opening up the economy to foreign
investment and diversifying exports is beginning to pay off. Since late 1993, the government
authorized more than two dozen new "joint ventures" with foreign investors. A total of 129 jointly
run state-private sector businesses are now operating on the island, up from about 100 in late 1993.
The influx of foreign investment has led to a sharp increase in earnings from the tourist industry,
where the majority of joint ventures are concentrated. The government hopes to convert tourism
into the country's economic mainstay, with earnings from the tourist industry eventually surpassing
income from sugar exports.
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According to the government, the tourist industry has been growing by an average of more than
30% per year since 1990 in terms of income and the number of tourists visiting the island, making
tourism the fastest growing economic sector in Cuba. Last year, more than 600,000 people visited
Cuba, up from about 488,000 in 1992. Gross earnings from tourism jumped to US$720 million last
year up from about US$400 million in 1992 although net income only reached about US$216 million,
since a very high level of imports are required to service the industry. Officials estimate that the
number of tourists will grow by another 25% this year, with gross earnings by year-end surpassing
US$800 million. The goal is to reach more than one million tourists in 1995 with at least US$1 billion
in gross income.
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